
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  t h e  Matter o f :  

TIME OF DAY TARIFF FILING BY 
LOUISVSLLE GAS AND ELECTRIC COMPANY CASE NO. 8872 

O R D E R  

In a July 2 g r  1985, i n t e r i m  O r d e r  i n  t h i s  caser the 

Commiss ion  dec ided  t h a t  L o u i s v i l l e  G a s  a n d  E lec t r i c  Company 

( " L G & E " )  s h o u l d  keep its ("TOD") t a r i f f s ,  L a r g e  Commercial-TOD 

("LC-TOD") and  I n d u s t r i a l  P o w e r - T O D  ("LP-TOD"), in e f f e c t  f o r  a l l  

t h o s e  c u s t o m e r s  p r e s e n t l y  s e r v e d  u n d e r  t hose  tariffs and  s t a t e d  

t h a t  t h i s  d e c i s i o n  would become f i n a l  unless  comments f i l e d  i n  

response to  t h e  O r d e r  p e r s u a d e d  t h e  Commission t o  c h a n g e  its  

d e c i s i o n .  

The  Commiss ion  p r o v i d e d  three r e a s o n s  f o r  i t s  d e c i s i o n  t o  

c o n t i n u e  w i t h  the TOD rate structure o n  a p e r m a n e n t  baBis .  T h e s e  

were: ( 1 )  a TOD r a t e  s t ruc tu re  bet ter  r e f l e c t s  t o  t h e  customer 

the cost i t  is i m p o s i n g  o n  t h e  u t i l i t y ;  ( 2 )  the TOD tarfffs were 

r e a s o n a b l y  w e l l  a c c e p t e d  by c u s t o m e r s ;  and  ( 3 )  TOD r a t e s  p r o v i d e  

c u s t o m e r s  a d d i t i o n a l  o p t i o n s  to  c o n t r o l  t h e i r  costs i n  t h e  e v e n t  

t h e  economy or  the m a r k e t  f o r  t h e  p r o d u c t s  or  services t h e y  

p r o v i d e  should require such cost controls. A l l  of the 

p a r t i c i p a n t s  and  o t h e r  p a r t i e s  w e r e  g i v e n  u n t i l  A u g u s t  1 6 r  1985, 

to file comments  i n  response t o  t h e  J u l y  29 ,  1 9 8 5 ,  Order. 



Comments were f i l e d  by t h e  f o l l o w i n g :  D e p a r t m e n t  of t h e  Navy; 

Rohm and  Haas Ken tucky  I n c o r p o r a t e d ;  O l i n  C o r p o r a t i o n ;  Ken tucky  

I n d u s t r i a l  U t i l i t y  C u s t o m e r s ;  K o s m o s  Cement Company, I n c . ;  a n d  

LGLE. Some o f  t h e  c o m p a n i e s '  comments  i n d i c a t e d  t h a t  t h e  TOD 

r a t e s  had  p r e s e n t e d  no problem and  t h a t  some a c t i o n  h a d  been 

t a k e n  or  w a s  p l a n n e d  w h i c h  would lead to s a v i n g s  u n d e r  the TOD 

r a t e  s t r u c t u r e .  Some of t h e  c o r n e n t e r s  s u g g e s t e d  t h a t  t h e  TOD 

ra tes  be c o n t i n u e d  o n  a n  o p t i o n a l  b a s i s  a t  t h e  d i s c r e t i o n  of t h e  

c u s t o m e r .  One of the p r i m a r y  c o n c e r n s  expressed in o t h e r  TOD 

d o c k e t s  b e f o r e  t h e  Commiss ion  was t h a t  b e c a u s e  of t h e  n a t u r e  of a 

company ' s  b u s i n e s s  o p e r a t i o n  i t  could n o t  s h i f t  a n y  of its 

o p e r a t i o n  t o  the off-peak period. LG&E i n  its comments  s t a t e d  

t h a t  its primary c o n c e r n  w a s  t h e  c u s t o m e r s '  acceptance of TOD 

ra tes .  

The  Commiss ion  a p p r e c i a t e s  t h e  i n t e r e s t  of t h o s e  who f i l e d  

comments .  The  c o n c e r n s  e x p r e s s e d  t h e r e i n  h a v e  b e e n  c a r e f u l l y  

w e i g h e d  by t h e  Commiss ion  i n  r e a c h i n g  i t s  f i n a l  d e c i s i o n  

c o n c e r n i n g  TOD rates i n  Ken tucky .  The Commission u n d e r s t a n d s  t h e  

c o n c e r n  of those c u s t o m e r s  who c a n n o t  s h i f t  t h e i r  e lec t r ica l  

usage t o  t h e  off-peak period. I n  r e s p o n s e r  t h e  Commiss ion  

reaffirms its previous statements that a customer's i n a b i l i t y  t o  

s h i f t  u s a g e  to  t h e  o f f - p e a k  p e r i o d  is n o t  a s u f f i c i e n t  argument 

against t h e  c o n t i n u a t i o n  of TOD rates. A s  the Commieslon has 

s t a t e d  i n  p r e v i o u s  O r d e r s ,  t h e  p r i m a r y  v i r t u e  of a TOD rate 

s t r u c t u r e  is t h a t  it be t te r  r e f l e c t s  to  the c u s t o m e r  t h e  cost it 
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is i m p o s i n g  on t h e  u t i l i t y .  The  m a t c h i n g  of r a t e s  w i t h  coats is 

an important p r i n c i p l e  in t h e  C o m m i s s i o n ' s  r a t e m a k i n g  p r o c e s s .  

The  Commission h a s  c a r e f u l l y  c o n s i d e r e d  t h e  e f f e c t  TOD rates  

will have o n  the b u s i n e s s  c l imate  i n  Kentucky.  T r a d i t i o n a l l y ,  

Kentucky r a t e p a y e r s  h a v e  r e c e i v e d  r e l i a b l e  power a t  reasonable  

ra tes .  E lec t r i c  ra tes  i n  K e n t u c k y  are among t h e  lowest i n  t h e  

n a t i o n .  The Commission intends to s e e  t h a t  these ra tes  r e m a i n  

c o m p e t i t i v e  in t h e  f u t u r e .  The  Commission disagrees w i t h  those 

who a r g u e  t h a t  TOD rates w i l l  a d v e r s e l y  a f f e c t  economic 

d e v e l o p m e n t .  I n  f a c t ,  TOD rates may w e l l  be a b o o n  t o  economic 

d e v e l o p m e n t .  Companies  t h a t  are  able t o  s h i f t  t h e i r  usage t o  

less e x p e n s i v e ,  o f f - p e a k  p e r i o d s  may f i n d  t h e s e  rates t o  b e  a n  

i n c e n t i v e  to  e i t h e r  l oca t e  i n  K e n t u c k y  o r  e x p a n d  t h e i r  c u r r e n t  

o p e r a t i o n s  h e r e .  F o r  companies t h a t  canno t  s h i f t  t h e i r  usage,  

TOE rates w i l l  more a c c u r a t e l y  re f lec t  t h e  costs t h e y  a r e  

imposing on t h e  u t i l i t y .  The o v e r a l l  r e s u l t  w i l l  b e  a b e t t e r  u s e  

of e x i s t i n g  g e n e r a t i n g  c a p a c i t y ,  as w e l l  as a m o d e r a t i o n  of t h e  

need  f o r  e x p e n s i v e  n e w  g e n e r a t i o n  f a c i l i t i e s .  I n  t h e  l o n g  r u n ,  

t h i s  m o d e r a t i o n  w i l l  t e n d  t o  keep down e lec t r i c  r a t e s  and  

m a i n t a i n  K e n t u c k y ' s  h i g h l y  c o m p e t i t i v e  a b i l i t y  to  p r o v i d e  

e lec t r ic  power at r e a s o n a b l e  coat .  

The Commission recognizes,  however ,  t h a t  t h e r e  may be 

i n d i v i d u a l  c o m p a n i e s  e i ther  now d o i n g  b u s i n e s s  i n  K e n t u c k y  or 

Baaed on s u r v e y s  by  t h e  N a t i o n a l  A a s o c i a t i o n  of R e g u l a t o r y  
U t i l i t y  C o m m i s s i o n e r s ,  t h e  a v e r a g e  cost of e l e c t r i c i t y  i n  
Kentucky h a s  h i s t o r i c a l l y  been among t h e  lowest of t h o s e  
reported. 
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p l a n n i n g  t o  locate h e r e  whose  p a r t i c u l a r  o p e r a t i o n s  p r e s e n t  

u n i q u e  c i r c u m s t a n c e s  t h a t  lie o u t s i d e  t h e  scope of t h e  c o n c e r n s  

c o n s i d e r e d  in t h i s  Order. If s u c h  a case s h o u l d  a r i s e ,  the 

i n d i v i d u a l  company may s e e k  r e l i e f  by f i l i n g  a p e t i t i o n  w i t h  t h e  

Commission p u r s u a n t  t o  8 0 7  KAR 5:001, S e c t i o n  12. The Commiss ion  

a d v i s e s  those who may choose t h i s  c o u r s e  of a c t i o n  that t h e  

g r a n t i n g  of s u c h  a p e t i t i o n  w i l l  be t h e  e x c e p t i o n ,  n o t  t h e  r u l e ,  

a n d  that t h e  p e t i t i o n e r  will h a v e  a h e a v y  b u r d e n  to provide 

compell ing e v i d e n c e  d e m o n s t r a t i n g  why it should n o t  be s u b j e c t  to  

TOD ra tes .  

Some of t h e  u t i l i t y  c o m p a n i e s  h a v e  e x p r e s s e d  c o n c e r n  a b o u t  

the r e v e n u e  d e f i c i t  t h a t  t h e y  have e x p e r i e n c e d  during t h e  c o u r s e  

of t h e  TOD ra te  e x p e r i m e n t .  One of t h e  c o m m e n t e r s  i n  t h i s  docket 

has poin ted  o u t  t h a t  LG&E h a s  o v e r - c o l l e c t e d  a small amount  of 

r e v e n u e .  The  recovery of t h i s  r e v e n u e  d e f i c i t  or surplus m u s t  be 

d e a l t  w i t h  i n  a c c o r d a n c e  with the C o m m i s s i o n ' s  regulations for an 

a d j u s t m e n t  i n  ra tes  as o u t l i n e d  i n  807 KAR 5:001, S e c t i o n  10. 

Rates  cannot be r a i sed  w i t h o u t  adhering t o  the p r o c e d u r e s  

d e t a i l e d  i n  t h e  r e g u l a t i o n .  The  C o m m i s s i o n  h a s  previously 

expressed t h i s  v i e w  i n  a J u n e  8 ,  1 9 8 3 ,  Order i n  A d m i n i s t r a t i v e  

Case N o .  203, The D e t e r m i n a t i o n s  W i t h  R e s p e c t  To  The Ratemak ing  

Standards I d e n t i f i e d  I n  S e c t i o n  l l l ( d ) ( l ) - ( 6 )  Of The  Public 

U t i l i t y  R e g u l a t o r y  Pol ic ies  A c t  Of 1978. 

As to the request t h a t  t h e  TOD r a t e s  be c o n t i n u e d  o n  a n  

optlonal basis a t  the d i s c r e t i o n  of t h e  c u s t o m e r ,  t h e  Commiss ion  

disagrees and d e n i e s  t h i s  request. The Commission believes t h s t  

the likely r e v e n u e  loss and  t h e  s h i f t i n g  of c u s t o m e r s  b e t w e e n  
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t a r i f f s  make8 the o f f e r i n g  of TOD rates o n  an optional basis an 

u n r e a s o n a b l e  a l t e r n a t i v e .  

The  Commiss ion  believes t h a t  TOD rates are a r e a s o n a b l e  ra te  

s t r u c t u r e  a n d  t h a t  t h e  LC-TOD a n d  LP-TOD t a r i f f s  should be 

c o n t i n u e d  and  made m a n d a t o r y  for all l a r g e  commercial customers 

w i t h  demands  of 2 ,500  k i l o w a t t s  o r  g r e a t e r  a n d  all i n d u s t r i a l  

power customers with demands  of 5,000 k i l o w a t t s  or  greater .  

W i t h i n  20 days of the d a t e  of t h i s  Orde r ,  LGbE s h o u l d  f i l e  i t s  

LC-TOD and  LP-TOD t a r i f f s  a f t e r  mak ing  the appropriate 

m o d i f i c a t i o n s  t o  t h e  t a r i f f s  to  i n d i c a t e  t h e y  are p e r m a n e n t  and 

m a n d a t o r y  for large c o m m e r c i a l  c u s t o m e r s  w i t h  demands  of 2 ,500  

k i l o w a t t s  or g r e a t e r  and  f o r  i n d u s t r i a l  power c u s t o m e r s  w i t h  

demands  of 5,000 k i l o w a t t s  or  grea te r .  In its n e x t  r a t e  case, 

LG&E s h o u l d  i d e n t i f y  o ther  c u s t o m e r s  t h a t  have t h e  m e t e r i n g  

capability for TOD ra tes  a n d  e i t h e r  e x p l a i n  why those c u s t o m e r s  

s h o u l d  n o t  be b i l l e d  u n d e r  a TOD ra te  s t r u c t u r e  or p r o v i d e  a TOD 

t a r i f f  t h a t  includes t hem.  

The Commiss ion ,  h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of record and 

b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  and f i n d s  t h a t :  

1. The LC-TOD and LP-TOD t a r i f f s  should he continued and  

made m a n d a t o r y  for  a l l  l a rge  commercial c u s t o m e r s  w i t h  demands  of 

2 , 5 0 0  k i l o w a t t s  o r  grea te r  and all i n d u s t r i a l  power c u s t o m e r s  

w i t h  demands  of 5,000 k i l o w a t t s  o r  g rea t e r :  and  t h a t  LG&E s h o u l d  

modify its LC-TOD a n d  LP-TOD t a r i f f s  t o  so i n d i c a t e ;  a n d  t h a t  

LG&E a h a u l d  f i l e  its revised t a r i f f s  w i t h i n  20  days of t h e  d a t e  

of t h i s  O r d e r .  
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2. The  r e c o v e r y  of t h e  r e v e n u e  d e f i c i t  o r  s u r p l u s  t h a t  

o c c u r r e d  d u r i n g  t h e  TOD e x p e r i m e n t  c a n  o n l y  be c o n s i d e r e d  upon  a n  

a p p l i c a t i o n  b y  LG&E i n  a c c o r d a n c e  w i t h  807  KAR 5:001,  S e c t i o n  10. 

3. I n  L G & E ' s  n e x t  g e n e r a l  r a t e  case,  i t  s h o u l d  i d e n t i f y  

o ther  c u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  f o r  TOD ra tes  

and e i ther  explain why those  c u s t o m e r s  s h o u l d  no t  be b i l l e d  u n d e r  

a TOD ra te  s t r u c t u r e  o r  p r o v i d e  a p r o p o s e d  TOD t a r i f f  t h a t  

i n c l u d e s  t h e m .  

4 .  LG&E s h o u l d  d i s t r i b u t e  t h i s  O r d e r  t o  a l l  of its 

c u s t o m e r s  t h a t  h a v e  p a r t i c i p a t e d  i n  t h e  TOD r a t e  e x p e r i m e n t .  

I T  IS THEREFORE ORDERED t h a t :  

1. The  LC-TOD and  LP-TOD t a r i f f s  s h a l l  be  c o n t i n u e d  and  

m a n d a t o r y  fo r  a l l  l a r g e  c o m m e r c i a l  c u s t o m e r s  w i t h  demands  of 

2 , 5 0 0  k i l o w a t t s  or  grea te r  a n d  a l l  i n d u s t r i a l  power  c u s t o m e r s  

w i t h  demands  o f  5,000 k i l o w a t t s  o r  greater:  t h a t  LG&E s h a l l  

m o d i f y  t h e  LC-TOD and  LP-TOD t a r i f f s  t o  so i n d i c a t e ;  a n d  t h a t  

LG&E s h a l l  f i l e  i ts r e v i s e d  t a r i f f s  w i t h i n  20 d a y s  of t h e  d a t e  of 

this O r d e r .  

2. The  r e c o v e r y  of a n y  r e v e n u e  d e f i c i t  or s u r p l u s  t h a t  

o c c u r r e d  d u r i n g  t h e  TOD e x p e r i m e n t  can o n l y  be c o n s i d e r e d  upon a n  

a p p l i c a t i o n  by LGhE i n  accordance w i t h  807 KAR 5:001, S e c t i o n  10. 

3. I n  t G & E ' s  n e x t  g e n e r a l  r a t e  case,  it s h a l l  i d e n t i f y  

o t h e r  c u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  f o r  TOD ra tes  

a n d  e i ther  e x p l a i n  why t h o s e  c u s t o m e r s  s h o u l d  n o t  be b i l l e d  u n d e r  

a TOD r a t e  s t r u c t u r e  or p r o v i d e  a p r o p o s e d  TOD t a r i f f  t h a t  

i n c l u d e s  t h e m .  
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4. LG&E shall distribute this Order to all of its customers 

t h a t  have p a r t i c i p a t e d  i n  t h e  TOD rate  exper iment .  

Done a t  F r a n k f o r t ,  Kentucky, t h i s  25th &Y of October, 1985. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 


